Section I — Introduction 

The Task Ahead*, which was published in February 
1969 following discussions in the National Economic 
Development Council (NEDC), described the Govern- 
ment's broad economic strategy and the prospects for 
the economy to 1972. The object was to provide a 
framework for comprehensive consultations with industry 
on the action which should be taken to achieve a 
substantial and continuing balance of payments surplus 
and a steady improvement in the competitive efficiency 
and regional balance of the economy. 

2. During 1969 extensive consultations with industry 
were conducted through the Economic Development 
Committees (EDCs) and other consultative bodies. The 
results were set out in reports which were considered 
by the NEDC in November and December 1969. In 
their reports, a number of which have now been published, 
the EDCs assessed the prospects of their industries to 
1972, examined possible constraints to improved per- 
formance and made recommendations for action by both 
Government and industry. The recommendations directed 
at Government have been considered and are now being 
discussed further with the EDCs concerned : the re- 
mainder are for the EDCs and their industries to follow up. 

3. To assist the Council in taking an overall view of the 
outcome of the consultations the Government prepared 
in January 1970 a revised view of economic prospects to 
1972 which took account of the consultations with 
industry and of developments in the economy since the 
publication of The Task Ahead, This version of the main 
elements of the economic assessment in The Task Ahead f 
modified where necessary to take account of the Budget 
measures announced on 14 April 1970, is now presented 
as a Green Paper to make it more widely available. 
Although it is substantially in the form considered by the 
NEDC and is published with the Council's agreement, 
the views expressed in it are solely those of the 
Government. 

4. Like The Task Ahead the revised assessment is noi 
itself a plan but is put forward as a basis for forward 



*The Task Ahead Economic Assessment to 1972. HMSO, Price 10s 6d net. 
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planning and decision-taking both by Government and 
industry. Section II discusses the probable order of the 
increase in output over the period to 1972 which it 
would be reasonable to count on having available; 
Section III assesses how much of this increase is likely 
to be needed to maintain the required surplus in the 
balance of payments; Section IV considers how the 
remainder might be divided between the various domestic 
uses — that is private and public consumption and invest- 
ment; and the concluding Section V discusses the policy 
implications of the revised assessment. 

5. This Green Paper forms part of the follow-up to the 
consultations with industry which took place last year. 
The revised assessment which it contains is a contribution 
to the process of consultative planning which was 
initiated by The Task Ahead and is being, and will 
continue to be, developed jointly by Government and 
industry. The Government, in consultation with the 
National Economic Development Office (NEDO) are now 
considering the timing, form and coverage of further 
industrial assessments as a preliminary to discussion in 
the NEDC during the summer. 
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Section li — Productivity, output and 

employment 

6. The Task Ahead set out the prospects in terms of a 
range of possibilities. The range suggested for the 
growth of Gross Domestic Product (GDP) in the years 
1968 to 1972 was from just under 3 per cent to around 
4 per cent a year. This was based on an assumed growth 
of underlying productivity (productive potential per head) 
of 2.6 per cent to 3.6 per cent a year. The working 
population was not expected to change much, but some 
extra output was looked for from the taking up of slack 
in employment. 

7. Although the EDC reports tend to focus on specific 
categories of skilled labour rather than on the aggregate 
supply of labour it is clear that some expect output per 
head to rise faster— particularly in the engineering 
industries — than did The Task Ahead, However on 
examination the evidence, particularly in the case of 
chemicals and engineering, is inconclusive as it seems 
that the differences between the EDC forecasts and The 
Task Ahead arise mainly from technical differences in the 
measurement of output, the period analysed and the 
interpretation of past trends. 

8. Although, therefore, the EDC reports appear to imply 
some acceleration in productivity growth, both as com- 
pared with the past and with The Task Ahead, the extent 
of the acceleration is hard to determine at this stage. 
Further consideration is being given to this. 



9. Since The Task Ahead was prepared new estimates of 
GDP at constant prices and of the movement of output, 
employment and unemployment have become available. 
The base year of the estimates of GDP at constant prices 
has been changed from 1958 to 1963 and a number of 
series used in the calculations have been improved. 
The average increase in the five years 1963 to 1968 
shown by the latest 1963-based estimates is rather lower 
(by 0.2 per cent a year) than the average of the 1958- 
based estimates on which the projections in The Task 
Ahead were based. (Further explanation is given in the 
Appendix). 
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10. The Task Ahead drew attention to the apparent 
acceleration in productivity growth since 1966 and dis- 
cussed the various possible explanations. It concluded 
that the evidence was not strong enough to justify 
assuming for planning purposes a continuing increase in 
the underlying rate of growth. 

1 1 . The latest evidence throws little new light on this 
problem. There have been some rapid increases in output 
per head in particular sectors, notably in manufacturing 
industries in 1967 and 1968. But for the economy as a 
whole the three measures of GDP (expenditure, income 
and output: see the Appendix) show fairly widely 
differing estimates of the increase in total output between 
mid-1967 and mid-1969. With total employment esti- 
mated to have fallen by a little over 1 per cent during the 
period the increase in GDP per person employed ranges 
from 2^ per cent to 3^ per cent a year according to the 
measure of output used. A further source of uncertainty 
is that the estimates of the change in the number of 
self-employed persons over this period are still pro- 
visional. They may be revised upwards, in which case 
the estimated increase in GDP per person employed will 
need to be reduced, perhaps by 0.2 per cent a year. 

12. Productivity movements over short periods are of 
course an unreliable guide to the underlying rate of 
growth, and even if the figures were unambiguous it 
would not be possible to establish a change in trend on 
the basis of such evidence. But unemployment did not 
rise significantly between mid-1967 and mid-1969, 
which suggests that the increase in output over this 
period was close to that of productive potential. 

13. The conclusion on productive potential is that, while 
it is possible that an acceleration in the rate of growth is 
going on, there is little hard evidence. In these circum- 
stances it seems prudent to continue to plan in terms of a 
range of possibilities. 

14. The Task Ahead projected an average rate of output 
increase rather higher than that of productive potential 
to allow for taking up slack. It pointed out that the 
evidence about the extent of the slack was by no means 
unambiguous; in particular unemployment indicated a 
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higher degree of slack than did the other indicators of 
pressure of demand (vacancies, hours, capacity utilisa- 
tion, etc.). 

15. During the past year it has become evident that 
spare capacity is unevenly spread about the economy 
and that in some key industries there is comparatively 
little. Some increase in the pressure of demand is expected 
over the coming year but it is not prudent to assume, as 
a basis for planning, an increase continuing for a number 
of years to quite the same extent as was assumed in 
The Task Ahead. It is clear, nevertheless, that in some 
regions and in some industries an expansion of demand 
could call into use resources of labour and capital that 
would otherwise be unemployed or underemployed. One 
of the main aims of Government economic policy is 
better to match demand and supply in the regions and in 
industries. The easing of credit, directed towards financing 
exports and productive investment, and the further 
encouragement of industrial building through an increase 
in the rate of initial allowance, will contribute to the 
achievement of this aim. The construction industry, 
where some unused capacity exists especially in the less 
prosperous parts of the country, can in particular expect 
to benefit. To the extent that Government policies, 
including regional and industrial policies, are successful 
in matching demand and supply the economy can be 
run at a higher general pressure of demand and the 
growth of national output thereby increased. 

16. It is right to take a fairly prudent assumption about 
the future growth of resources as a basis for policies— 
especially in the field of public expenditure — which 
commit their use. This suggests a projection of GDP 
roughly in line with the trend of productive potential, 
i.e. 3 per cent a year. For other purposes, however, it is 
right to make some allowance for the possibilities of a 
more favourable outcome. Several factors have to be 
taken into account. There is a little evidence that the 
growth of productive potential may be accelerating. 
Secondly, further success in the export drive, based on 
maintained competitive strength, could itself tend to 
promote the expansion of productive capacity at a faster 
rate. Further, although a continuing general increase in 
the pressure of demand might present difficulties, a 
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reduction in the level of unemployment is an important 
aim of Government policy — especially in the regions 
where the taking up of slack could be made possible by 
the success of Government regional and industrial 
measures. Without any extreme assumptions it is possible 
to envisage these influences leading to a growth of 
output from 1 969 to 1 972 of the order of per cent a 
year; this will be employed as a higher case in what 
follows. 
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Section Eli — The balance of payments* 

17. In The Task Ahead invisible and long-term capital 
transactions (the non -trade items) were projected to 
contribute a net surplus of £200- £300 million to the 
balance of payments by 1972. The requirement for the 
surplus on visible trade in 1 972 was put at £300 million. 

1 8. Present projections suggest that the 1 972 surplus on 
non-trade items may reasonably be assumed to be 
significantly higher than The Task Ahead projections. This 
is mainly due to an increased invisible surplus which is 
only partially offset by a larger private capital outflow 
(the two are connected since much of the outflow 
consists of re-invested profits). Government expenditure 
overseas is expected to remain at around the level fore- 
shadowed in The Task Ahead, notwithstanding increased 
provision for aid. With a higher surplus on non-trade 
items a satisfactory balance of payments in 1 972 involves 
a less severe requirement for the performance of visible 
trade than was envisaged in The Task Ahead. 

19. In this assessment the assumption has been made 
that the balance of trade in goods and services taken 
together, expressed in constant prices, will be the same 
in 1 972 as in 1 969. In view of the expected improvement 
in the terms of trade this means an increasing surplus on 
goods and services at current prices. 



Imports 

20. The Task Ahead suggested that, in the basic case, 
the average annual increase of 3^ per cent in GDP might 
be associated with an increase of the volume of imports 
averaging 4 per cent a year; import projections were also 
given for the higher and lower cases. They allowed for 
the prospective composition of total output and expendi- 
ture as well as for its level. An important assumption was 
made in respect of imports of manufactured and semi- 
manufactured goods which nowadays account for 
approaching half of the total ; it was that the ratio of these 
imports to total output and expenditure would continue 



* Throughout this assessment, as in The Task Ahead, the figures of the rate 
of growth of exports and imports have been adjusted to take account of 
the effect of the 1967 dock strikes and to exclude imports of United States 
military aircraft. 
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to rise but more slowly than in the recent past. This 
assumption was conceded to be optimistic but was con- 
sidered to be justified given the scope — resulting partly 
but by no means entirely from devaluation — for displacing 
imports of manufactures by competitive domestic 
products. In recognition of the possibilities here The Task 
Ahead offered projections of the volume of competitive 
imports of some of the United Kingdom's main manu- 
facturing industries. 

21. There are two reasons for believing that the import 
growth assumptions built into The Task Ahead may now 
need some upward revision. First, it appears from recent 
experience that the propensity to import has been rising 
rather faster than had been expected when the previous 
assessment was prepared. This is clearly so in the case 
of finished manufactures and especially capital goods: it 
is less apparent for semi-manufactures. The increase in 
volume of imports between 1967 and 1968 was about 
9 per cent. It was much less in 1 969 (about 2 per cent) — 
partly owing to the effect of import deposits. Taking the 
two years together imports rose by about 5J per cent a 
year by volume when output rose by rather under 3 per 
cent a year. Secondly, there is the evidence of the 
industrial consultations. This is far from conclusive 
because it is confined essentially to the reports of the 
EDCs in the engineering, motor and chemical industries, 
which between them do not cover more than about one- 
third of competitive imports. But these EDCs expect the 
imports of their industries in aggregate to be substantially 
higher by 1 972 than did The Task Ahead. 

22. These considerations suggest that it would be 
prudent to budget for a rather larger increase in imports 
for a given increase in output than in The Task Ahead. 
The present assessment assumes an average annual 
increase in the volume of imports between 1967 and 
1 972 of about 5^ per cent in the basic case and about 
5f per cent in the higher case. The increases assumed for 
the period 1969 to 1972 are just over 5 per cent a year 
in the basic case and just under 6 per cent a year in the 
higher case. 

Exports 

23. The projections for exports in The Task Ahead showed 
the increase in volume needed to produce in 1972 the 
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visible trade surplus required, given the assumptions on 
other elements in the balance of payments. Their 
feasibility was discussed in terms of past trends, the out- 
look for world trade, the effect of devaluation and so on. 
The basic case requirement was an increase of 32 per 
cent by volume between 1967 and 1972 (5.8 per cent 
a year on average). 

24. The requirements set in The Task Ahead called for 
three-quarters of the increase in exports of manufactured 
goods to come from three broad industry groups: 
engineering and electrical goods, motors and cycles, and 
chemicals. The consultation process showed that the 
requirements were broadly in line with these industries' 
expectations. This is encouraging. However, the higher 
level of imports foreseen by EDCs and confirmed by the 
revised macro-assessment suggests that it would be 
desirable for exports also to rise rather faster than the 
projections in The Task Ahead— perhaps by about 6^ per 
cent a year on average between 1967 and 1972 in the 
basic case or 6| per cent in the higher case. Actual 
exports rose by just under 10 per cent a year in volume 
between 1967 and 1969. The revised requirement would 
mean an average annual increase from 1969 to 1972 of 
about 4^ per cent (basic case) or just under 5 per cent 
(higher case). 

25. No forecast of exports three years ahead can be at 
all firm. It depends on speculation about the growth of 
world trade and of the United Kingdom's share therein. 
At the present time the possibility of Common Market 
entry is an added cause of uncertainty. However, the fact 
that the higher requirements now foreseen are also higher 
than the EDC forecasts does not mean that they are 
necessarily unrealistic. The EDC forecasts would imply a 
slowing down in the rate of increase in exports from 
9-1 per cent a year by volume in the two years 1967 to 
1969 to 34 per cent in the following three years 1969 to 
1972 and this may well be lower than the EDCs would 
now expect. Discussions are currently proceeding in the 
EDCs in an attempt to reach an agreed view on the 
prospects in order to avoid the danger that, if the 
engineering industry in particular takes too cautious a 
view about export prospects, it will not expand its 
capacity sufficiently to meet likely demand. 
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26. In the case of the motor industry, chemicals and 
parts of engineering, the EDC reports have suggested 
doubts whether capacity will be sufficient to meet 
additional export and domestic demand. The mechanical 
engineering EDC has expressed the belief that the high 
level of home demand foreseen for late 1970 and for 
1971 is likely to hold export performance below potential 
(although the position could be easier by 1972). The 
machine tools EDC has referred to the need for an 
increase in capacity beyond the scale at present envisaged 
if the industry is to meet both its export targets and 
prospective domestic demand in late 1970 and in 1971. 
This EDC has also drawn attention to the possibility of 
additional capacity requirements created by success in 
import substitution. In electrical engineering the EDC has 
made it clear that, although over-capacity exists at the 
heavy end of the industry, other sectors may be held 
back by capacity constraints. In chemicals capacity may 
be a limiting factor on export performance up to 1972. 
In the motor industry , while there is at present a surplus 
of capacity, there are plans to commission new plant by 
1972; but the EDC has emphasised the risk that these 
plans may have to be deferred unless the industry is 
assured of a steadily growing home market, and has 
warned that without the new capacity export performance 
could fall short of the EDC's projections. 
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Section IV — Use of resources 

27. The Task Ahead asserted that a substantial part of the 
increase in total output over the period 1967 to 1972 
would need to be devoted to improving the balance of 
payments, and that the proportion would have to be much 
larger in the early part of the period until the necessary 
balance of payments surplus had been achieved. Great 
restraint on personal consumption and public expenditure 
would therefore be required — especially in the early 
period of transition from deficit to surplus — to ensure 
that sufficient resources were available for additional 
exports, the displacement of imports and increased 
productive investment. 

28. The transition from deficit to surplus has now been 
accomplished. Whereas in the second half of 1967 the 
current account of the balance of payments was in 
deficit at an annual rate of some £500 million, in the 
second half of 1969 it was in surplus at an annual rate of 
£550 million. In the first three quarters of the financial 
year 1969/70 the basic balance— that is, the current and 
long-term capital accounts combined — registered a 
surplus of £450 million, already well in excess of the 
Government's objective for the financial year as a whole 
of £300 million*. 



1967 to 1969 

29. The switch of resources underlying this improvement 
is illustrated by the following figures. Between the middle 
two quarters of 1967 and the second half of 1969 GDP 
rose in real terms by £930 million or per cent Of this 
increase about £450 million went to improve the balance 
of trade, and private fixed investment together with the 
building up of stocks accounted for a further quarter of 
the total. Public expenditure on goods and services fell 
over the period in sharp departure from previous trends. 
Although personal consumption rose the rise was modest 
— at an annual rate of just over 1^ per cent— compared 
with an average long-run rate of increase of just under 
3 per cent*. 



* All the figures in paragraphs 28 and 29 are on a seasonally adjusted basis. 
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1 969 to 1 972 

30. The table below shows, for both the basic case and 
the higher case, how the increase in output between 
1969 and the year 1972 might be apportioned. Since 
firm decisions for public expenditure on 1972/73 have 
not yet been taken different figures for the two cases are 
not shown. 



Increase in resources from 1969 to 1972 





Basic c 


)ase 


Higher 


case 


average 

annual 

percentage 

increase 


£m 

1967 

prices 


average 

annual 

percentage 

increase 


£m 

1967 

prices 


GDP at market prices 


3.0 


3,900 


3| 


4,800 


Balance of trade in goods 










and services 




■ — 






Investment: 










Private industries and 










services 


6.0 


670 


7.2 


820 


Nationalised industries . 


0.5 


20 


0.5 


20 


Other fixed investment . 


3.0 


240 


3.0 


240 


Stockbuilding 




100 




150 


Public consumption 


2.3 


500 


2.3 


500 


Personal consumption 


3.0 


2,370 


3.8 


3,070 



31. The fact that no additional resources are shown as 
going to the balance of trade in goods and services 
between 1969 and 1972 does not, of course, mean that 
exports can remain at their present level. It means that 
the volume of exports of goods and services . must 
continue to expand sufficiently to match the rise in the 
volume of imports of goods and services. The higher case 
provides for faster rates of growth both of exports and of 
imports with no change in the balance of trade in goods 
and services. 



Private industrial investment 

32. The figures for private industrial investment allow for 
a continuing increase in the ratio of investment to GDP 
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both in the basic case and the higher case; the increase 
in the basic case over the five years 1967 to 1972 is a 
little above that projected in The Task Ahead. 



33. There is at present no reliable means of forecasting 
total investment over the medium term nor of estimating 
how much investment would be required to support a 
given increase in productive capacity. Few EDCs have 
made specific forecasts of investment but the general 
tone of their reports is not very buoyant on this score. The 
projections of investment embodied in the basic case in 
this assessment are based on replies to the surveys on 
investment intentions for the near future, and thereafter 
allow for a continuing but slower increase. The higher 
case allows for a more rapid growth of private industrial 
investment to provide the necessary basis of productive 
capacity, thus implying a continuation of the strong rate 
of growth of this category of investment now in train, 
especially in manufacturing. It may be noted that even 
if the higher rise of private industrial investment took 
place without an accelerated growth of GDP there would 
be sufficient resources to accommodate it if personal 
consumption increased by only 2.8 per cent a year. 



34. Nationalised industries' capital expenditure is now 
running at a lower level than expected when The Task 
Ahead was prepared, due mainly to lower investment by 
the electricity and gas industries. Investment by these two 
industries up to 1972 is expected to continue to be 
lower, but by the Post Office to be higher, than previously 
estimated. As explained in the White Paper on Public 
Expenditure (Cmnd. 4234) of December 1969, renewed 
growth in capital expenditure by the electricity industry 
and by nationalised industries as a whole is expected in 
1972/73. 



35. Other fixed investment includes public services' 
investment and housing (public and private). The pro- 
jections for public investment are derived from the 
programmes described in Cmnd. 4234 and consistent with 
the Budget Report. Private investment in housing has 
been adversely affected by the tightening of monetary 
policy but some recovery is foreseen in the next two to 
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three years, assisted by recent Government measures 
including the increase in the amount which local 
authorities may lend for house purchase. 

36. Public consumption. The projections for public con- 
sumption are derived from the programmes to 1971/72 
described in Cmnd. 4234. Total public consumption has 
hardly changed in real terms during the past two years but 
is expected to rise again between 1969 and 1972 by 
some 2-1 per cent a year (excluding the relative price 
effect). Public consumption in the social services sector 
is planned to increase at a rather faster rate between 
1969 and 1972 than between 1967 and 1969. Other 
public consumption has been falling, but the rate of fall 
is expected to slow down. 



37. Personal consumption has risen only moderately 
during the past two years. But from 1969 onwards there 
should be enough resources to allow it to rise on average 
by about 3 per cent a year in the basic case: i.e. slightly 
above the long-term rate of the past. This would give an 
average increase over the five years 1967 to 1972 very 
close to the basic case projection in The Task Ahead. In 
the higher case there would be room for a faster increase 
in personal consumption (about 3| per cent a year) even 
allowing for the higher rate of private industrial investment 
that might be needed and expected. 
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Section V — Policy implications 

38. As explained in Section II there is still some un- 
certainty about the underlying rate of increase in pro- 
ductive potential. The EDC reports suggest that a bigger 
increase in output is possible with a smaller increase in 
employment than was implied in The Task Ahead. This 
would suggest a continuing faster rate of growth than 
in the past. But the Government's view is that it would 
be wrong to base long-term decisions on public expendi- 
ture on what might turn out to be an over-optimistic 
view about the growth of resources. The plans announced 
in Cmnd. 4234 accordingly assumed a rate of growth at 
the lower end of The Task Ahead range and the White 
Paper added that, if experience showed that a higher rate 
of growth could be achieved consistently with the 
Government's other economic objectives, then it would 
be for decision how the extra resources should be 
distributed. This remains the Government's attitude. But 
it is an equally important part of that attitude to seek to 
avoid anything which hampers the growth of productive 
capacity. Thus demand management must be aimed at a 
steady and sustainable growth rate while other policies 
working on the supply side seek to raise the rate of 
increase of productive capacity. 



The balance of payments 

39. From 1969, the need is to consolidate the great 
improvement that has taken place in the balance of 
payments. No further switch in resources is required but 
conditions must be maintained in which the volume of 
exports of goods and services can continue to expand 
roughly in line with that of imports. For this the vital need 
is to preserve our competitiveness. For some years before 
devaluation the country was becoming gradually less 
competitive. In consequence each balance of payments 
crisis tended to be worse than the previous one ; and the 
'stop' phase brought a smaller surplus. Devaluation and 
the policies of 1968 and 1969 have radically improved 
the United Kingdom's competitive position. In the two 
years from the third quarter of 1967 (i.e. the quarter 
immediately preceding devaluation) wage costs per unit 
of output in manufacturing industry rose by 4 to 5 per 
cent, much the same increase as that shown by a 
weighted average of the unit wage costs (in terms of 
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national currencies) of the United Kingdom's main com- 
petitors. In dollar terms, therefore, nearly all of the 
advantage afforded by devaluation had remained intact. 
It is imperative to maintain this position. 



The outlook for domestic demand 

40. It was essential to restrain domestic spending— in 
particular public expenditure and private consumption — 
during the period of switch of resources to the balance of 
payments. Now that this has been achieved it should be 
possible for domestic demand to rise roughly in line with 
total resources. The White Paper on Public Expenditure 
made it clear that it is not intended that public expenditure 
should pre-empt an undue proportion of total resources 
over the next few years ; so there should be room for 
personal consumption and private investment to expand 
significantly. This confirms the view expressed in The 
Task Ahead. What must not happen is a growth of 
domestic demand so fast as to forfeit the gains which the 
switch to the balance of payments has achieved. This 
would be entirely counter-productive as far as economic 
growth is concerned. In the long run the objectives for 
the trading balance and growth are mutually dependent 
and there is no real conflict between the two. 



Private Investment 

41 . Germany and Japan have high growth rates and high 
investment ratios. In the United Kingdom the investment 
ratio (and especially the ratio of productive investment) 
is low compared with these and some other countries and 
is associated with a relatively low growth rate. The 
Government's aim has been to encourage productive 
investment, especially investment in manufacturing 
industry. Over the past two years, in the wake of devalua- 
tion, the level of investment in manufacturing industry 
has risen steadily and in the second half of 1969 was 
running some 18 per cent higher than in the second half 
of 1967. In deciding on objectives for the next few years 
a balance needs to be struck between increasing the 
growth in investment in order to support a faster increase 
in productive capacity and the danger of overloading the 
engineering industries to the detriment of the external 
position. The Government do not believe that the 
prospect for 1 970 is unsatisfactory from this point of view 
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but they recognise that the outlook for 1971 and 1972 is 
necessarily more uncertain. The EDC reports are not 
generally very buoyant about the medium-term prospect, 
and experience of past cycles would in any case suggest 
a slowing down in 1971 after two years of rather fast 
growth. The Government would like to see a high rate of 
increase maintained in these years and believe that it 
would still leave room for an acceptable increase in 
personal consumption. But it could lead to strain on the 
engineering industries; priority in industrial investment 
therefore attaches to the building up of the capacity of 
the capital-goods producing industries themselves. 



42. The speed with which investment will rise will 
depend above all on business expectations of demand 
and this calls for the stable and sustainable growth of the 
market that is the key to the Government's economic 
policies. This is underlined in the reports of the selected 
EDCs. They may have underestimated the prospects in 
this direction so that investment may well be rather 
higher than seems to be foreshadowed in their reports. 
These reports do, however, throw important light on the 
special factors bearing on investment in individual 
industries. In those with a long planning period, notably 
chemicals and motors, most decisions affecting the 
period to 1972 have already been taken but the level of 
capacity thereafter will depend on decisions which, as 
the EDC reports make clear, will be determined to a large 
extent by expectations of future demand. These expecta- 
tions are equally crucial in other industries— particularly 
engineering — where a shorter planning period applies. 

43. Coupled with the objective of high investment is the 
need for this to take place in areas of greatest long-term 
potential. The Government recognise the importance for 
industrial investment of an adequate cash flow and will 
continue to have this in mind in developing their monetary 
and credit policies. The Government also attach par- 
ticular priority to securing the most efficient use of 
existing investment. 

Regiona! policies 

44. The Government's regional policies are directed to 
improving the social and economic environment in all 
regions and they have a key role in the programme for 
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higher growth. To the extent that the pressure of demand 
for labour can be spread more evenly over the country it 
will be possible to run the economy at a lower general 
level of unemployment without shortages and other 
problems developing in the more prosperous areas. In 
some regions and in some industries shortages, par- 
ticularly of skilled engineering labour, are at present a real 
constraint. 



45. The Government therefore will continue to give high 
priority to the encouragement of growth in less prosperous 
areas, above all in Northern Ireland and the development 
areas, which contain such considerable industrial capacity 
and potential. The rapid structural changes in industry, 
especially in coal-mining, have added to the difficulty of 
securing a better distribution of economic activity. But 
the Government have greatly extended the range and 
scale of assistance to industry in the development areas. 
Already these policies have begun to exert a marked 
effect. In 1 967 to 1 969 new factory building approved for 
development areas was at record levels. Over the next 
few years these factories will be creating an increasing 
flow of new jobs, which should lead to major reductions 
in the present disparities in labour demand and in 
unemployment. As was recognised in The Task Ahead, the 
deep-seated structural problems of these areas will take 
time to solve. As the fuller impact of the Government's 
regional measures continues to develop further substan- 
tial progress should be made by 1972, although the 
essential framework of present policies will have to be 
maintained some years after that time. 



Policies for industrial efficiency 

46. Supporting the policies of overall economic manage- 
ment are a range of industrial policies aimed at promoting 
more efficient use of resources and improving the 
productive potential of the economy. 



47. To secure a more effective utilisation of labour the 
Industrial Training Boards are continuing to encourage 
industrial and commercial skills at all levels of occupation, 
and the expansion of the Government Training Centres 
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(GTCs) is proceeding rapidly with eight new Centres due 
to come on stream within the next twenty months. An 
important contribution is being made by the new scheme 
under which employers may sponsor trainees for up- 
grading or conversion training in GTCs; the Centres are 
now turning out sponsored trainees at an annual rate of 
2,000 and the scheme is still expanding. Manpower 
policy has been discussed recently by NEDC and there 
will be further discussion covering in particular training 
and re-training and manpower planning. 

48. Particular emphasis has been placed on the need for 
greater industrial specialisation. This is very much a 
question for industry; but there are certain Government 
policies which can support and reinforce their efforts. 
Public procurement policy is seeking to promote industrial 
efficiency, especially where there is export potential ; and 
the co-operation of nationalised industries and of the 
local authorities is being sought to improve standardisa- 
tion and variety control. 

49. Action by the Government and the Industrial 
Reorganisation Corporation has strengthened the structure 
and improved the competitiveness of important sectors of 
manufacturing industry and this will continue, as well as 
assistance by other means. At the same time the Govern- 
ment's monopolies and mergers policy, operating through 
the proposed Commission for Industry and Manpower, 
will ensure that positions of market power are not abused 
and efficiency and innovation are encouraged. 

50. Individual firms seeking to improve their efficiency, 
to innovate or to introduce advanced technology into 
their operations, are served by a range of Government- 
sponsored advisory services. In the technological field 
there are, for example, the Industrial Liaison Service of 
the Ministry of Technology, the Low Cost Automation 
Advisory Centres and the Production Engineering 
Advisory Services. The Machine Tool Pre-Production 
Order Scheme is also particularly relevant and there is an 
enquiry in progress at present into the problems of small 
businesses. For firms wishing to resolve problems in the 
fields of management and industrial relations there are 
the facilities provided by the greatly expanded Manpower 
and Productivity Service of the Department of Employ- 
ment and Productivity. 
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51. A Green Paper published in January 1970 proposed 
improvements in the organisation of the Government's 
Industrial Research Laboratories. These improvements 
include the setting up of a new corporation, one of whose 
prime functions would be to encourage and support the 
development and application of innovation and tech- 
nological improvement in industry for the benefit of the 
United Kingdom's economy. Discussions of the Green 
Paper proposals are now in progress with representatives 
of the various interests concerned. 

52. Membership of the European Economic Community 
with its faster-growing and wider market would also 
bring important dynamic benefits. These would arise both 
from the opportunities for rationalisation, large-scale 
investment and more rapid technological improvements, 
and from the pressure for greater efficiency and reduction 
of unit costs to meet competition within that market. 

53. The Government have developed their policies for 
the promotion of industrial growth and efficiency in close 
consultation with industry. The NEDC and the EDCs have 
made, and are continuing to make, a substantial contribu- 
tion to the study of constraints to improved performance 
and the means of overcoming them. The consultative 
planning process initiated by The Task Ahead provides a 
framework within which this work can effectively be 
carried forward. 
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Appendix — Revisions to estimates of 

Gross Domestic Product in 
the period 1963 to 1968 

The calculations in The Task Ahead of past changes in 
output were necessarily based on 1958 weights. Since 
then it has become possible to rebase the series on 
weights derived from the 1963 Census of Production. 
Also new information has become available. The table 
below shows estimates of changes in GDP in 1963 to 
1968 at 1958 prices (as at April 1969) and the latest 
estimates at 1 963 prices. 

Increases in GDP 1963-1968 on different bases 



Per cent 





Expenditure 


Income 


Output 


Average 


1 958 prices 


16.9 


17.8 


15.6 


16.8 


(April 1969) 










1 963 prices 


15.3 


15.6 


16.7 


15.9 


(latest estimates) 











The significance of the changes due to rebasing is 
different from that of changes due to the incorporation of 
new information. 



Rebasing 

2. Aggregate estimates, such as those of GDP, in real or 
volume terms, involve using a common set of prices for 
quantities produced or bought at different times. The 
common set of prices is that of the base year. Since 
relative prices change over time it is desirable to change 
the price base from time to time so that the aggregate 
figure gives a reasonably up-to-date picture. 

3. Changing the price base will in general alter the 
changes shown by the constant price aggregates even if 
the same quantity information on the individual items is 
used in the calculation. Normally the switch to a more 
up-to-date price base will reduce the increase in the 
aggregate volume figure, since there is a tendency for the 
pattern of output and expenditure to shift towards those 
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goods and services whose prices have risen least. This 
does not mean that the facts have changed; it is merely 
that the estimate of a change at constant prices is not 
independent of the price basis selected for compiling the 
figures. A more up-to-date price base provides a more 
relevant way of summarising the facts in a single figure. 

New information 

4. Rather more than one point of the reduction in the 
expenditure-based estimate of GDP is attributable to the 
change in the price base. A further substantial downwards 
revision is due to the use of more accurate price informa- 
tion which suggests that prices had risen more and the 
volume of expenditure less than was previously estimated. 
An offsetting factor is the inclusion in the latest estimates 
of an allowance for under-recorded exports. 

5. The change in price base, and the new price informa- 
tion, also affect the income-based estimate of GDP 
since this is calculated by deflating estimates of money 
incomes by the price index derived from the expenditure 
data. 

6. The upward revision to the output-based estimate of 
GDP incorporates new information on industrial pro- 
duction* which accounts for about 45 per cent of total 
GDP. This suggests that the 1958-based index had 
under-estimated growth in manufacturing industry, 
especially during the later years of the period. The under- 
estimation had been most marked in chemicals, vehicles 
and mechanical engineering, though the growth of 
some industries had been over-estimated. 

Implications for planning 

7. It would be wrong to attach too much significance to 
revisions arising purely from rebasing. It will continue to 
be necessary to bring the price base up to date from time 
to time and this will usually tend to reduce the measured 
increase in aggregate volume figures. The projections 
now put forward at 1 963 prices would have been higher 
had the 1958 price been retained but, as explained in 
paragraph 3 above, this does not mean that growth in 
any real sense would have been higher. 



* See Economic Trends, August 1969. 
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8. To the extent that the revisions incorporate new 
information then, of course, these should in principle alter 
our view of the past and hence of the future. However 
the new information about the growth of GDP is not 
sufficient to warrant any significant revision of the 
projections of growth potential. 
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